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OATH OR AFFIRMATION

I, Linda G. Giuffre , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Capstone Asset Planning Company ,as of

September 30 ,20_02 , are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal ofﬁcer or dlrector has any proprietary interest in any account classified solely as that of
a customer, except as follows:

ﬁ%/ YA

Vlce Preoldent / Compliance Officer
’ Title .

/
J%Q

'Y Notary Pubtic, State of Toxas
© My Cemmisson Expires

AUGUST 10, 2004 :

—

his report** contains (check all appllcable boxes): .

(a) Facing page."

(b) Statement of Financial Condmon

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(¢) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprletor Capital.

(f) Statement of Changes in Liabilities Subordmated to Ualms of Creditors.

(g) Computation of Net Capltal : :

(h) Computation’ for Detelmmatlon of Reserve Requxrpments Pursuant to Rule 15"? 3

(1) Information Relating to the Possession or control. Requirements Under Rule 15¢3-3

() A Reconciliation, including appropriate explanation, of the Computa’non of Net Capltal Under Ru]e 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Oath or Affirmation.

(m) A Copy of the SIPC Supplemental Report. :

(n) A reportdescribingany material inadequacies found to exist or found to have éxisted Jmce the date of the previous audit.

O O00MONKNKK X

o0oX

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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BRIGGS
BUNTING &
DOUGHERTY, LLP

Certified Public Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors and Stockholders
Capstone Asset Planning Company
Houston, Texas

We have audited the accompanying statement of financial condition of Capstone Asset Planning
Company as of September 30, 2002, and the related statements of income, changes in ownership equity,
changes in liabilities subordinated to claims of general creditors, and cash flows for the year then ended.
These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

. We conducted our audit in accordance with U.S. generally accepted auditing standards. Those standards

require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. Ap audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit pro\ades a reasonable basis for our
opinion. —

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Capstone Asset Planning Company as of September 30, 2002, and the results of its
operations and its cash flows for the year then ended, in conformity with U.S. geperall) accepted
accounting principles. :

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
awhole. The information contained in Pages 3,4 and 7 is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information required by
Rule 17a-5 of the Securities and Exchange Commission. Such information has been subjected to the
audltmg procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all materlal respects m re latlon to the ba51c fmanmal statements tak=n‘as a who]e

Ew‘cxj.s Onlvne, 4 Qu;\\\b\.ﬁ"; ' L\_P

Philadelphia, Pennsylvama
October 25, 2002 = :
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER  Capstone Asset Planning Company N 3

1

L1 ]|

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

2. Receivables from brokers or dealers:
A. Clearance account...........ooevvvvieniceneennn. 3

4. Securities and spot commodities
owned, at market value:
Exempted securities.............cccoceeeneen
Debt secunities ..........ccccceveeneiiiiiie,
L OPtiIONS o,
. Othersecurities.............ccccooovveiinneeieennn.
. Spot commodities ..........ccccccoiininiriinann. 4
5. Securities and/or other investments
not readily marketable:
A. Atcost ; $
B. Atestimated fairvalue .............c..cccoeeen,
6. Securities borrowed under subordination agree-
ments and partners' individual and capital
securities accounts, at market value: .........
A. Exempted
securities $
B. Other
securities $
7. Secureddemand notes ........cccoccveviieriiinieeennns
market value of collateral:
A. Exempted
securities $
B. Other
securities $
8. Memberships in exchanges:
A. Owned, at
market $
B. Owned, at cost ....ccoovvviiceiiiiiieie,
C. Contributed for use of the company,
atmarket value..............ccoeeeiniiiiieci e,
9. Investments in and receivables from
affiliates, subsidiaries and
associates partnerships.........ccccceveernnnnnn.
10. Property, furniture, equipment,
leasehold improvements and rights
under lease agreements, at cost-net
of accumulated depreciation
and amortization ............ccco e,
11, Other assets .....c.o.oevveeeeeccceereer e
12. TOTALASSETS ..o, 58

Mmoo o>

See accompanying notes

1/76

as of (MM/DD/YY)
SEC FILE NO.

9/30/2002 99

8-30944 98
Consolidated |___| 198
Unconsolidated | X_| [199
Non-Allowable Total

ASSETS

Allowable

177,749 200 $ 177,749 750

295

300| § 550 810

355 49,458 600 | 7 49,458 830

418

419

420

424

430 850

s

610 860

460 630 880

470 640 890

650

480 670 910

490 680 920

535 735 930

177,749 540/ $ 40 458 7401 $ 227,207 940

OMIT PENNIES

Page 1
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER Capstone Asset Planning Company

as of

9/30/02

13.
14.

15.
16.
17.

18.

19.

20.

21
22.
23.

24,
25.

'STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l
Liabilities Liabilities Liabilities Total
Bank 10anS PaYable ............ocoooerorreroerrorerr, $ 1045] $ [1255]3 s [1470]
Payable to brokers or dealers:
A. Clearance acCoumM......c.cooovvvvriveirecnrneienn, v 1114 . 1315 1560
B. Other . 10 1115 1305 1540
Payable to non-customers...............cccoeereenn 1155 1355 1610
Securities sold not yet purchased,
atmarket value.................. l 1360| 1620
Accounts payable, accrued liabilities,
expenses and other .........ccoeeeeveiivivevieeeinnees 62,207 1205{ [ 1385| 62,207 l 1685|
Notes and mortgages payable:
A. UNSECUIEA ..ot 1210 | v 1690
B. Secured 1211] 12 [1300] 14 1700
Liabilities subordinated to claims
of general creditors:
A. Cash bormowings.........cccoooeevevieesieciecsrennns [1400 1710|
1. from outsiders ;3
2. Includes equity subordination (15¢3-1(d))
of...... $
B. Securities borrowings, at market value ...... | 1410 1720|
from outsiders  $
C. Pursuant to secured demand note
collateral agreements ................ocooeenennenn l 1420‘ l 1730
1. from outsiders $
2. Includes equity subordination (15¢3-1(d))
of...... $
D. Exchange memberships contributed for
use of company, at market value................ 1430 I 1740
E. Accounts and other borrowings not
qualified for net capital purposes 1220 1440 1750
TOTAL LIABILITIES ....ocvee, $ 62.207 1230} $ 1450] $ 62,207 1760
Ownership Equity
S0l PROPIIEIOISIID ..o ettt b e b bt et e sttt ettt e teen b et e teer e et e eteett et e eteere et eateann et eaneneas 59 1770
Partnership (limited partners ....................... M 1020]) 1780
Corporation:
AL PTEIBITEA STOCK . ...ttt ettt ettt ettt e e ey ekt e e ebaetseateena st entsaaeeneenbennenans 1791
B COMMION STOCK ...t ettt b ettt b ettt ettt ettt ettt ettt atenes 25,000 1792
C. AAQHIONAl PAIG-IN CAPIAL.......ei ot eb e bbbt bttt ettt sttt ea et r s e nrereaaanns 110,000 1793
D. RELAINEA BAIMINGS ... teiieeiieeeetee ettt ettt e et et et et e ke ebeobe s e b e eb e e b et e s e £ as e st 4585t ae e s ansen et ancnarane st enenes 30,000 1794
O I - | OO PO U OO P TS U D OSSOSO USRS PP PPRPRPPPR . 165,000 1795
F. LeSS Capital STOCK I trBASUIY . ...coui ettt ettt ettt b e bt b st eat e b et et aat e te et ae s e areanen 16 ) 1796
TOTAL OWNERSHIP EQUITY .ottt ettt ettt sttt ettt as s e $ 165,000 1800
TOTAL LIABILITIES AND OWNERSHIP EQUITY ..ottt ettt et $ 227.207 1810
OMIT PENNIES

See accompanying notes

1/76

Page 2
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER OR DEALER Capstone Asset Planning Company

as of

9/30/02

Rl ol

o

b

10.

See

3/78

COMPUTATION OF NET CAPITAL

Total ownership equity from Statement of Financial Condition ...............c..cco v
Deduct ownership equity not allowable for Net Capital...............c.oovoiiieiiii e e
Total ownership equity qualified for Net Capital ...

Add:

A. Liabilities subordinated to claims of general creditors allowable in computation of net capital......................
B. Other (deductions) or allowable credits (LisSt).............ccoiiiiiiii et
Total capital and allowable subordinated liabilities. ...

Deductions and/or charges: 17
A. Total nonallowable assets from Statement of Financial Condition (Notes B and C)$ 49,458

B. Secured demand note deficiency ..........ccccoviiiiiiiiiii e

C. Commodity futures contracts and spot commodities-
proprietary Capial ChArges ............c.ocooieiiece e

D. Other deductions and/or charges................

165,000

3480

3430

165,000

3500

3520

3525

165,000

3530

49,458

b

3620|

Other additions and/or allowable credits (List)

Net capital before haircuts on securities POSIIONS ... e eaee

Haircuts on securities (computed, where applicable,
pursuant to 15¢3-1 (f)):
A. Contractual securities COMMIMENES ........coooiiiiiiiiie e 3

B. Subordinated securities DOMMOWINGS .........cocvoiiiiiiici e

C. Trading and investment securities:
1. Exempted SECUMLIES .......oovoiiieie e e 18

2. Dbt SEOUMLIES ..ot et

B DD IONS ettt ettt et et et

4. OFNEI SEBCUMIES ...voiiviiie ettt ettt te e ateaaasseetee e

D. Undue Concentration...............ooiiii ittt an

B Ot (LISt) cooiiiiee ettt ettt e e e

3630

115,542

3640

3740

INBE CAPIEAL ...t ettt h e bttt bt LRt bR bkt f et eR bt E bbbt e e e e nan

There was no difference between the audited net capital and the Company's computation of
net capital as filed.

accompanying notes

Page 3

115,642

3750

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA
BROKER OR DEALER  Capstone Asset Planning Company as of 9/30/02
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
11. Minimum net capital required (6-2/3% 0f lINE 1) ..o e b e $ 4147 { 3756[
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement
of subsidiaries computed in accordance with NOte (A) ...ttt $ 25,000 3758
13. Net capital requirement (greater of line 11 or 12). 25,000 3760
14, Excess net CapItal (N8 TOIESS 13) ...ttt st b et ettt sttt ettt s teeacens e ebeb et eteb e s b e s atese s tns 90,542 3770
15 Excess net capital at 100% (line 10 1ess 10% 0f iN€ 1) ..ot et 29 109,321 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total A.1. liabilities from Statement of Financial CoNAItioN ... e $ 62,207 [3790]
17. Add: Y
A. Drafts for immediate credit ..............ooooiiiieie 21§ 3800 |
B. Market value of securities borrowed for which no equivalent
value is paid or Credited. ... $ 3810
C. Other unrecorded amounts (List).........ccccoooiiimiiii e $ 38201 $ 3838
19. Total aggregate iNAEDIEUNESS. ... .ocovi ettt ettt et ettt te e b ettt ettt eeae e $ 62,207 3840
20. Percentage of aggregate indebtedness to net capital (line 19 = by ling 10) ..o % 54% 3750
21. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1 (d) .....c.ocovviiiineneniie e % N/A 3760
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule
15¢3-3 prepared as of the date of the net capital computation including both brokers or dealers
and consolidated SUDSIAIANIES’ AEDIES.........ooiiiec et e e e bkttt are e $ [ 3870|
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital "
requirement of subsidiaries computed in accordance wWith NOte (A) . ..o et 23 $ 3880
24. Net capital requirement (greater 0f INE 22 08 23) ...ttt ettt ettt ettt eee s $ 3760
25. Excess net capital (N8 10 1SS 24) ... ..ottt ettt et et ettt et e et e et e te e e e e e ettt are e aaeas $ 3910
26. Net capital in excess of:
5% of combined aggregate debit items OF S120,000 ..ottt e $ 3920]
OMIT PENNIES
NOTES:
(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement

(8)

©

See

3/83

of the reporting broker dealer and, for each subsidiary to be consolidated, the greater of:

1. Minimum dollar net capital requirement, or

2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if alternative method is used.

Do not deduct the value of securities borrowed under subordination agreements or secured demand note
covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of company (contra to item 1740) and partners' securities which were
included in non-allowable assets.

For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material
non-allowable assets.

accompanying notes

Page 4



O

()

)

(I

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER Capstone Asset Planning Company

v
For the period (MMDDYY) from24 _ 10/01/2001 Lssazl to ___9/20/2002 [3933
Number of months included in this statement 12 3931
COMPUTATION OF NET INCOME (LOSS)
REVENUE
1. Commissions;
a. Commissions on transactions in exchange listed equity securities executed on an exchange..........cccoceoveverei e $ 3935
b. Commissions on listed OPtioN traNSACHONS ... ....ccoiiiiiiieececee ettt r et sbe bbb ens 25 3938
€. All Other SECUTItIES COMIMUSSIONS ......cciiiiieiet e ctete et e ettt bbb e b et e st et e b e esae s sbe e e b e e bt etseabe ke eseeneeseesneserebenae e s 3939
d. Total SECUMtIES COMMISSIONS. ......c.coiiiitieetecet ettt b et bbb b b s r bbbt em bbb bbb 3940
2. Gains or losses on firm securities trading accounts
a. From market making in options on a national Securities XChange............ccocevevriiiiii i 3945
D, FrOM @ll OtNEE frAGING ... c.c oottt ettt b et s et e s e se b st e bt E e e e R Rt r et b b e s et et neene s 3949
€. TOMAEGAIN (JOSS) ...eueieieeereiet ettt ettt et et ae et et ebeebe s e ba b e et e b esseseesee s e mses et e st essen s be e b e s s abesb e b e s s ebesbens s sa s enenre e ne b s 3950
3. Gains or losses on firm securities investment accounts Y 3952
4. Profit (loss) from underwriting and SEIlING GROUPS -....cooivuirieiieieice ettt ettt et 26 3955
5. Revenue from sale of iNVeStMENt COMPANY SRAIES.......ciiiiriiiiiiii et ettt s ettt as et b b nesebeeecas 39709
6. COMMOMItIES TEVENUE .......coiiiiitiieeetie ettt ettt e e e et seete et e s e a e s e ke b e sb stk a s e ss e st essse e s e e e s e es e b e e es e st es s ke s ese s e s e e s ereas 3990
7. Fees for account supervision, investment advisory and administrative SEIVICES .................ocooieiiiiiiiiiece e 3975
B OENEI TEVENUE ...ttt ettt bbb bt b et h e h bt oh e ekt e a e b e e et e ab e se e e e b bt eat e n ettt 260,247 3995
D, TOMAI FEVENUE. ...ttt et ee ettt h e et e e s e b a1t e bt e h e E e bt bt e h a1kt ekt ee bk ees e et et e eae e e ettt et ettt ettt 260,247 4030
EXPENSES
10. Salaries and other employment costs for general partners and voting stockholder officers..............cccoovin § 4120
11. Other employee compensation and DENETILS .........ooi i ettt eetee et e e e et e et e et esseeasaisseeieeneanneeaes 27 4115
12. Commissions paid t0 Other BrOKEI-UEAIBIS ..........ccviiiie ettt ete e ev e ee e et e s e et e nae e ne s s e eeneennee 16,478 4140
3. IS EXPENSE . .o ittt e et et e e et e et e hae e bttt eh bt e bt e e ebba e e b e et e ettt el i e e 4075
a. Includes interest on accounts subject to subordination agreements.........cccee. l 4070|
14. Regulatory fees and expenses 19,735 4195
15. Other expenses 224,034 4100
16. Total expenses 260,247 4200
NET INCOME
17. Net income (loss) before Federal income taxes and items below (ltem 9 less Item 16) 0 4210
18. Provision for Federal income taxes (for Parent 0NlY) .........ocooioiiiiiiiiie i scne e eee 0 4220
19 Equity in earnings (losses) of unconsolidated subsidiaries not included above................ccoo i 0 4222
a. After Federal income taxes Of . ...
20. ExXAraordinary GAINS (JOSS@S) ... .ttt ettt ettt et e rt et e re e e ekt £kt £ Rt e s b4t R e et re et eesae st e saa s 4224|
a. After Federal income taxes of.........c.oooiiiiiic e [ 4239]
21. Cumulative effect of changes in accounting PriNCIPIES ..ot e 4225
22. Net income (loss) after Federa!l income taxes and extraordinary iemS ..........ccoiiiiiiiiiii e 3 0 4230
MONTHLY INCOME
23. Income {(current month only) before provision for Federal income taxes and extraordinary fems ............c.ccccccevevniniinnen. $ 0 l 4211

See accompanying notes

378
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Capstone Asset Planning Company

For the period (MMDDYY) from 10/01/2001 to 9/30/2002

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning Of PERHOM ..ottt bbbkt eae s bkt s bbb ek e et s b b e b st e e etsten et e s eberan e $ 165,000 4240
A. Net mcome(loss)v ................................................. 4250
B. Additions (includes non-conforming capital of ... 29 4262 ) 4260
C. After Federal income taxes Of ...t 4272 ) 4270
2. Balance, end of period (FrOM MM 1800) .................cooovwweerreerooeeooeeeeesseseeeeeeeeeeeesoeeeeeeeee oo eeeeee oo eeeemoee oo eeeeoee oo $ 165,000 [4290]

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, Deginning Of PEIIOM ... ettt etk ae bt ee e b ekttt st et e bt e eaeaan 30 8% 0 4300|
AL INCTBASES ...ttt ettt e te et st s b s ae e ae e ae s b e st R ekt a e e ekt h ek b h bttt eeene e 4310
Bl DIBOTBASES ...ttt bttt a e a2tk b ke h e e a et h etk e b e e bttt 4320
4. Balance, end of period (From EM 3520) .......ciiii ettt ettt etttk ettt $ 0 (4330]

OMIT PENNIES

See accompanying notes

3778 Page 6
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Capstone Asset Planning Company as of 9/30/02

Exemptive Provision Under Rule 15¢3-3

25. If an exemption from Rule 15¢3-3 is claimed, identify below the section upon
which such exemption is based (check one only)

A. (k) (1)—%2,500 capital category as PEIrRUIE T15C3-7T ...t a bbb st esean s X [ 45501
B. (k) (2)(A)—"Special Account for the Exclusive Benefit of
CUSIOMETS" MAINAINEA .......oeieiiirie ettt et et b s e ae s e e aebese s rasbebe s e s etese s es et et rere e atebeenesene [ ;550]
C. (k) (2)(B)—Ali customer transactions cleared through another
brokeg-dealer on a fully disclosed basis. Name of clearing
firm 31 (4335 4570
D. (k) (3)—Exempted by order of the COMMISSION .....ccoiiviiiiiicice e et e eaeerveentan 4580
Ownership Equity and Subordinated Liabilities maturing or proposed to be
withdrawn within the next six months and accruals, (as defined below),
which have not been deducted in the computation of Net Capital.
Type of Proposed
withdrawal or Amount to be With- (MMDDYY) Expect
Accrual Insider or drawn (cash amount Withdrawal or to
See below for Outsider? and/or Net Capital Maturity Renew
code to enter Name of Lender or Contributor (In or Out) Value of Securities) Date (yes or no)
32 l4600| [4601] l 4602 [4603] 4604 [4605]
33 [4610] 4611 4612 4613 [4614 [4615]
:;4 4620I 4621 4622 l 4623 4624] |4625|
35 4630| 4631 4632 4633 4634 I 4635|
;s 4640| [4641] ‘ 4642 4643] [4644 [4645)
37 4650 l 4651 | 4652 4653| 4654] 4655|
;a 4660) 4661 [4662] (4663 4664] [4665
39 [4670 |4671 I 46721 4673 [4674] 4675]
:o [4655[ 4681 | 4682 | 4683 |4684l 4685[
41 4690 l 4691 l 4692 | 4693| |4694 4695
TOTAL .42 [ 4699
OMIT PENNIES
Instructions: Detail listing must include the total of items maturing during the six month period following the

repart date, regardless of whether or not the capital contribution is expected to be renewed. The
schedule must also include proposed capital withdrawals scheduled within the six month

period following the report date including the proposed redemption of stock and payments of
liabilities secured by fixed assets (which are considered allowable assets in the capital computation
pursuant to Rule 15¢3-1(c)(2)(iv)), which could be required by the lender on demand or in less
than six months.

WITHDRAWAL CODE: DESCRIPTION

1

2
3
4

Equity Capital
Subordinated Liabilities
Accruals

15¢3-1(c)(2)(iv) Liabilities

See accompanying notes

3/78
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CAPSTONE ASSET PLANNING COMPANY
STATEMENT OF CASH FLOWS

Year ended September 30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

Adjustments to reconcile net earnings to net cash
provided by (used for) operating activities

(Increase) decrease in)
Commissions receivable
Due from parent

Increase (decrease) in
Commissions payable and accrued expenses

Net cash provided by operating activities

CASH AND CASH EQUIVALENT
Beginning of year

End of year

36,527
10,151

58,659
105,337

72,412

$177,749

See accompanying notes



CAPSTONE ASSET PLANNING COMPANY
NOTES TO FINANCIAL STATEMENTS

September 30, 2002

(1) SIGNIFICANT ACCOUNTING POLICIES

Organization

Capstone Asset Planning Company (the "Company'), a wholly-owned subsidiary of Capstone
Financial Services, Inc. ("CFS"), primarily serves as the Distributor for Capstone-sponsored
investment companies.

Accounting Estimates

In preparing financial statements in conformity with generally accepted accounting principles,
management makes estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements, as well as the reported amounts of revenues and
expenses during the period. Actual results could differ from those estimates.

Cash Equivalents

For purposes of cash flows presentation, the Company considers the investmentin money market
funds and other short-term investments as “cash equivalents"'.

Concentrations of Credit Risk

Financial instruments which potentially subject the Company to concentrations of credit risk
consist principally of cash. The Company maintains cash balances with financial institutions
which maintain high credit ratings. Generally, cash balances exceed the FDIC insurance limit.

The Company provides investment and related services to a diverse group of domestic customers
including governments, corporations, and institutional and individual investors. The Company's
exposure to credit risk associated with these transactions is measured on an individual customer
basis, as well as by groups of customers that share similar attributes. To reduce the potential for
risk concentration, credit limits are established and continually monitored in light of changing
customer and market conditions.

Revenue Recognition

Securities transactions and related commission revenues and expenses are recorded on a
settlement date basis.

The Company is reimbursed for certain expenses incurred in distributing the shares of sponsored
investment companies,

Income Taxes

The Company provides for income taxes in accordance with the provisions of Financial
Accounting Standards Board Statement No. 109, "Accounting for Income Taxes". This
statement requires an asset and liability approach for financial accounting and reporting for
income taxes.

The Company's taxable income and deductions are included in the consolidated federal return
filed by CFS. Pursuant to a tax allocation agreement with CFS, the Company calculates its
federal income tax liability as if it filed a separate company tax return.

Reclassifications

Certain accounts in the prior-year financial statements have been reclassified for comparative
purposes to conform with the presentation in the current-year financial statements.
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DISTRIBUTION FEES

The Company is the Distributor of the shares of Capstone Growth Fund, Inc., Capstone Christian
Values Fund, Inc. and Capstone SERV Fund under distribution plans pursuant to Rule 12b-1 of the
Investment Company Act of 1940. Under the plans, the Company is reimbursed for distributionand
marketing costs incurred in the distribution of the Funds' shares at various rates ranging from .05%
to a maximum of .25% of the respective Fund's average net assets. A portion of the distributionfees
is re-allowed to dealers responsible for the sales of the shares. In the event that each of the Fund's
distribution costs, in any quarter, exceed the limits of the payments to the Company, the Company
may seek payment of such excess in the succeeding vear if the plan limits for the succeeding year
have not been reached.

RELATED PARTY TRANSACTIONS

CFS charged an administrative fee of $65,112 in 2002 for general and administrative expenses
incurred on behalf of the Company. In addition, CFS was reimbursed $146,170 in 2002 for
certain costs of the 12b-1 plans which it paid. The Company had a payable to CFS of $48,959 at
September 30, 2002.

The Company received distribution fees from Capstone Growth Fund of $142,739 for the year
ended September 30, 2002. These distribution fees were 55% of total income for the year ended
September 30, 2002.

NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital, as defined, equal to the greater of $25,000
or 6-2/3% of aggregate indebtedness. Net capital and the related net capital ratio may fluctuate on a
daily basis. At September 30, 2002, the Company had net capital of $115,542. Net capital
requirements were $25,000 and the ratio of aggregate indebtedness to net capital was 54%.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors
Capstone Asset Planning Company
Houston, Texas

In planning and performing our audit of the consolidated financial statements and supplementalschedules
of Capstone Asset Planning Company (the "Company'’), for the year ended September 30, 2002, we
considered its internal control, including control activities for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements
and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities Exchange Commission ("SEC""), we have made a
study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5{g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11)and
for determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company does
not carry securities accounts for customers or perform custodial functions relating to customer securities,
we did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securitiesunder Section 8 of the Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfillingthis responsibility,estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practicesand proceduresare to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial statements in
accordance with generally accepted accounting principles. Rule 17a-5(g) lists additionalobjectivesofthe
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referredto above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.



(<

{)

)

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including control activities for safeguarding
securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at September 30, 2002, to meet the SEC's objectives.

This report is intended solely for the use of the Board of Directors, management, the SEC and other
regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and should not be used by anyone other than these specified
parties.
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Philadelphia, Pennsylvania
October 25, 2002
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